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the individual who acts as a loan origi-
nator is not required to be licensed, in
accordance with paragraph (e)(2), (e)(6),
or (e)(7) of this section;

(4) An individual who performs only
purely administrative or clerical tasks
on behalf of a loan originator;

(5) An individual who is lawfully reg-
istered with, and maintains a unique
identifier through, the Nationwide
Mortgage Licensing System and Reg-
istry, and who is an employee of

(i) A depository institution;

(ii) A subsidiary that is:

(A) Owned and controlled by a deposi-
tory institution; and

(B) Regulated by a Federal banking
agency; or

(iii) An institution regulated by the
Farm Credit Administration;

(6)(i) An individual who is an em-
ployee of a Federal, state, or local gov-
ernment agency or housing finance
agency and who acts as a loan origi-
nator only pursuant to his or her offi-
cial duties as an employee of the Fed-
eral, state, or local government agency
or housing finance agency.

(ii) For purposes of this paragraph
(e)(6), the term ‘‘employee’ has the
meaning provided in paragraph (1) of
the definition of employee in §3400.23
and excludes the meaning provided in
paragraph (2) of the definition.

(iii) For purposes of this paragraph
(e)(6), the term ‘‘housing finance agen-
cy’”’ means any authority:

(A) That is chartered by a state to
help meet the affordable housing needs
of the residents of the state;

(B) That is supervised directly or in-
directly by the state government;

(C) That is subject to audit and re-
view by the state in which it operates;
and

(D) Whose activities make it eligible
to be a member of the National Council
of State Housing Agencies.

(7T)(i) An employee of a bona fide non-
profit organization who acts as a loan
originator only with respect to his or
her work duties to the bona fide non-
profit organization, and who acts as a
loan originator only with respect to
residential mortgage loans with terms
that are favorable to the borrower.

(ii) For an organization to be consid-
ered a bona fide nonprofit organization
under this paragraph, a state super-
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visory authority that opts not to re-
quire licensing of the employee must
determine, under criteria and pursuant
to processes established by the state,
that the organization:

(A) Has the status of a tax-exempt
organization under section 501(c)(3) of
the Internal Revenue Code of 1986;

(B) Promotes affordable housing or
provides homeownership education, or
similar services;

(C) Conducts its activities in a man-
ner that serves public or charitable
purposes, rather than commercial pur-
poses;

(D) Receives funding and revenue and
charges fees in a manner that does not
incentivize it or its employees to act
other than in the best interests of its
clients;

(E) Compensates its employees in a
manner that does not incentivize em-
ployees to act other than in the best
interests of its clients;

(F) Provides or identifies for the bor-
rower residential mortgage loans with
terms favorable to the borrower and
comparable to mortgage loans and
housing assistance provided under gov-
ernment housing assistance programs;
and

(G) Meets other standards that the
state determines are appropriate.

(iii) A state must periodically exam-
ine the books and activities of an orga-
nization it determines is a bona fide
nonprofit organization and revoke its
status as a bona fide nonprofit organi-
zation if it does not continue to meet
the criteria under paragraph (e)(ii) of
this section;

(iv) For residential mortgage loans to
have terms that are favorable to the
borrower, a state must determine that
the terms are consistent with loan
origination in a public or charitable
context, rather than a commercial con-
text.

(f) A state must require an individual
licensed in accordance with paragraphs
(a) or (d) of this section to renew the
loan originator license no less often
than annually.

§3400.105 Minimum loan originator li-
cense requirements.

For an individual to be eligible for a
loan originator license required under
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§3400.103(a) and (d), a state must re-
quire and find, at a minimum, that an
individual:

(a) Has never had a loan originator li-
cense revoked in any governmental ju-
risdiction, except that a formally va-
cated revocation shall not be deemed a
revocation;

(b)(1) Has never been convicted of, or
pled guilty or nolo contendere to, a fel-
ony in a domestic, foreign, or military
court:

(i) During the 7-year period preceding
the date of the application for licens-
ing; or

(ii) At any time preceding such date
of application, if such felony involved
an act of fraud, dishonesty, a breach of
trust, or money laundering.

(2) For purposes of this paragraph (b):

(i) Expunged convictions and par-
doned convictions do not, in them-
selves affect the eligibility of the indi-
vidual; and

(ii) Whether a particular crime is
classified as a felony is determined by
the law of the jurisdiction in which an
individual is convicted.

(c) Has demonstrated financial re-
sponsibility, character, and general fit-
ness, such as to command the con-
fidence of the community and to war-
rant a determination that the loan
originator will operate honestly, fairly,
and efficiently, under reasonable stand-
ards established by the individual
state.

(d) Completed at least 20 hours of
pre-licensing education that has been
reviewed and approved by the Nation-
wide Mortgage Licensing System and
Registry. The pre-licensing education
completed by the individual must in-
clude at least:

(1) 3 hours of Federal law and regula-
tions;

(2) 3 hours of ethics, which must in-
clude instruction on fraud, consumer
protection, and fair lending issues; and

(3) 2 hours of training on lending
standards for the nontraditional mort-
gage product marketplace.

(e)(1) Achieved a test score of not less
than 75 percent correct answers on a
written test developed by the NMLSR
in accordance with 12 U.S.C. 5105(d).

(2) To satisfy the requirement under
paragraph (e)(1) of this section, an indi-
vidual may take a test three consecu-

§3400.107

tive times, with each retest occurring
at least 30 days after the preceding
test. If an individual fails three con-
secutive tests, the individual must
wait at least 6 months before taking
the test again.

(3) If a formerly state-licensed loan
originator fails to maintain a valid li-
cense for 5 years or longer, not taking
into account any time during which
such individual is a registered loan
originator, the individual must retake
the test and achieve a test score of not
less than 75 percent correct answers.

(f) Be covered by either a net worth
or surety bond requirement, or pays
into a state fund, as required by the
state loan originator supervisory au-
thority.

(g) Has submitted to the NMLSR fin-
gerprints for submission to the Federal
Bureau of Investigation and to any
government agency for a state and na-
tional criminal history background
check; and

(h) Has submitted to the NMLSR per-
sonal history and experience, which
must include authorization for the
NMLSR to obtain:

(1) Information related to any admin-
istrative, civil, or criminal findings by
any governmental jurisdiction; and

(2) An independent credit report.

§3400.107 Minimum annual license re-
newal requirements.

For an individual to be eligible to
renew a loan originator license as re-
quired under §3400.103(f), a state must
require the individual:

(a)(1) To continue to meet the min-
imum standards for license issuance
provided in §3400.105; and

(2) To satisfy annual continuing edu-
cation requirements, which must in-
clude at least 8 hours of education ap-
proved by the NMLSR. The 8 hours of
annual continuing education must in-
clude at least:

(i) 3 hours of Federal law and regula-
tions;

(ii) 2 hours of ethics (including in-
struction on fraud, consumer protec-
tion, and fair lending issues); and

(iii) 2 hours of training related to
lending standards for the nontradi-
tional mortgage product marketplace.
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